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MEAT PURCHASE PROGRAM 


THURSDAY, JANUARY 19, 1956 


Houser or REPRESENTATIVES, 
ComMopiTy SUBCOMMITTEE ON LiIvEsTOCK AND Frrep GRAINS, 
CoMMITTEE ON AGRICULTURE, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10 a. m., in room 
1310, New House Office Building, Hon. W. R. Poage, presiding. 

Present: Representatives Poage, Abbitt, Thompson, Hagen, 
Johnson, Bass, Jennings, Hope, Andresen, Hill, Hoeven, Harvey, 
Lovre, McIntire, Williams, King, and Harrison. 

Also present: Representative Gross. 

Mr. Poaas. The committee will please come to order. We are 
meeting this morning to hear Mr. Butz and his associates, since we 
invited the Department to come down and discuss the purchase 
program. 

I thought we would start out to see just how this pork purchase 
program is working and whether we feel it is working satisfactorily ; 
if not, why not. 

Mr. Butz, I wonder if you would be in a position to give us just 
a little outline of how this purchase program is functioning right now. 


STATEMENT OF HON. EARL L. BUTZ, ASSISTANT SECRETARY OF 
AGRICULTURE, ACCOMPANIED BY ROY LENNARTSON, DEPUTY 
ADMINISTRATOR, AMS, DAVID PETTUS, DEPUTY DIRECTOR OF 
LIVESTOCK DIVISION, AMS, REED A, PHILLIPS, AMS, FRANK W, 
IMMASCHE, DEPUTY DIRECTOR, LIVESTOCK AND DAIRY DIVI- 
SION, CSS, AND NATHAN KOENIG, AMS, DEPARTMENT OF 
AGRICULTURE. 


Mr. Butz. Mr. Chairman, we have a very short prepared state- 
ment. If you do not object, I would like to cover that and then 
we can have questions as you like. 

I am glad of this opportunity to appear before this subcommittee 
to discuss what the Department of Agriculture has done in recent 
months to help alleviate a serious condition in the livestock industry. 

Our common concern is in the problems of our farm people and in 
the general welfare of agriculture. We in the Department appreciate 
this opportunity to report to you on the actions that have been taken 
to relieve the hog and pork situation. 


BACKGROUND 


The hog situation has changed almost completely during the last 
2 oo Stimulated by a favorable hog-corn price relationship and 
a supply of corn and other feed, hog production was increased 
rapidly from below average in 1953 to above average in 1955. The 
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1954 total pig crop was 13 percent larger than the previous year, and 
the 1955 pig crop was 10 percent above that of 1954. 

It is important to note that this sharply increased hog production 
came at a time when cattle production was at record Scale. This 
was an unusual occurrence, and caused the hog-market situation to 
be even worse than otherwise. In fact, it may have been a major 
factor in the depressed hog market. 

The high hog prices of 1953 and early 1954 encouraged increased 
production, and the lower hog prices that have more recently pre- 
vailed are explained largely by the substantial increase in pork output 
in 1955. 

These increases in output came about within such a short period 
of time that consumers were not accustomed to the larger quantity 
of pork and consequently accepted the large increase only at decreased 
prices. 

Also, for many years consumers in the United States have been 
shifting away from fat pork. This trend has been particularly notice- 
able since World War II. During this time the percent of incomes 
spent for beef has remained fairly stable, whereas that spent for pork 
has declined almost one-third. 

The possibility of unusually low hog prices in the fall and winter 
of 1955-56 was recognized as soon as the size of the 1955 spring pig 
crop was reported in June 1955. Immediate advance preparations 
were made to cope with the problem which would be generated by the 
indicated large slaughter and consequently reduced prices. The 
overall considerations relating to a possible surplus pork-disposal 
program were discussed within the Department as early as June 1955. 

On July 19 the National Live Stock and Meat Board called a meet- 
ing in Chicago to review the pork supply situation and to consider 
plans for a pork sales-promotion program. 

Representatives of various segments of the livestock and meat 
industry, retail associations, restaurant associations, farm organiza- 
tions, Department of Agriculture, press, radio, and TV were invited 
to the meeting. All were in agreement concerning the need for a 
pork promotional program during the fall and winter and pledged 
their cooperation. Such a program has been carried on very 
intensively. 

The Department of Agriculture has given full support to this pork- 
promotion program by releasing materials on pork to the food trades, 
newspapers, and radio and TV stations. These included stories on 
the supply and food uses of pork, radio scripts, spot announcements, 
and TV program packages. 

Personnel in Washington and the field are working closely with 
producer and distributor groups coordinating the pork-promotion 

rogram in all major markets of the country. These efforts have 
eped focus consumer attention on the large supply and desirability 
of pork, and they will be continued in the months ahead. 

In the Department we developed, as early as last August, standby 

lans for possible emergency action in dealing with the hog-mar- 
foting problem if the need arose. 


We determined that a maximum of approximately 200 million 
pounds of pork L gages including around 30 million pounds of lard, 


could be utilized by school lunch and other eligible outlets under a 
section 32 purchase program, and that sufficient funds were available 
for such a volume. 
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DEVELOPMENT OF PORK PURCHASE PROGRAM 


The decline in hog prices was of great concern to the Department, 
especially in view of the prospect ae marketing during the fall 
and winter months. On September 29, Secretary Benson invited a 
representative group from the hog and pork pear Mls to advise on 
how best to meet the situation that faced hog farmers and how best 
to utilize the machinery available to improve prices to farmers. 

The hog and pork advisory group met with the Secretary and other 
Department officials on October 7. The group’s recommendations 
included the following: 

An intensification of the promotional and merchandising activity, 
in which farmers and all segments of the industry had been cooperat- 
ing; no direct price-support program on hogs; no action which would 
result in piling up storage stocks of pork in Government hands; the 
Department to stand ready to start a limited purchase program should 
the marketing situation necessitate; the Department to explore the 
possibility of increasing consumption of pork in the armed services; 
and the Didsaasecant to do everything practical to step up exports of 
pork products. 

The advisory group also recommended that the pork products 
purchased be of high quality so as to encourage future demand for 
pork and promote the production of meat-type hogs. Also, they 
recommended a sterile product so as to insure its ‘mieted the school- 
children and other eligible outlets in the most wholesome and nutri- 
tious condition possible. 

On October 21, the Department announced specifications for pork 
products which could be used promptly under a pork-purchase pro- 
gram. The proposed specifications, which had been developed after 
consultation with industry representatives, were made available to 
the industry. 


METHOD OF OPERATION 


On October 24, the Department announced a pork-purchase pro- 
gram. It was announced that purchases would be made on an 
offer-and-acceptance basis and that bids would be invited periodi- 
cally throughout the purchase program. 

Purchases would be made from vendors operating under Federal 
inspection, and on the basis of f. o. b. plants or warehouses. It was 
recognized at the outset that in view of the large supply of hogs 
available for market, the program could only provide limited market 
assistance. In addition, there is, of course, the longer time benefits 
from expanding the demand for pork. 

On November 9 the first awards under the purchase program were 
for approximately 2 million pounds of lard. During subsequent weeks 
the volume of offers of lard was satisfactory, but offers for the meat 
items were small in most weekly offer periods. 

Our early purchases of pork items were relatively small. Many of 
the earlier offers that were made were, in our judgment, too high in 
relation to hog and pork prices and to costs of production as based on 
Department estimates. 

n the other hand, we did get satisfactory offers on lard. By 
December 15 maximum quantities of lard for which outlets were 
available—almost 31 million pounds—had been procured. 
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Information from the meat industry indicated that the light weights 
of the pork cuts required by the specifications discouraged many 
processors from making substantial offers because of the limited 
supply of lightweight hogs available. 

Specifications on pork products were modified to permit the use of 
moderately heavier cuts and to encourage increased offerings. Despite 
these changes in specifications to meet the industry’s suggestions, the 
volume of offers of pork products did not increase substantially until 
the week of January 8-14, except during 1 week—that of December 
19-24. 

There have been a number of circumstances which appeared to us 
to contribute to the limited offers of pork items received by the 
Department. Among the more important was the fact that packers 
and processors, generally, apparently were moving all the product they 
could process into normal trade channels and at a much wider than 
usual marketing margin. 

For example, the price spread between live hogs and the composite 
value of fresh pork products from 100 pounds of live hogs in recent 
years has been approximately $1 to $2 per hundredweight. 

During the October-December 1955 period, this spread had in- 
creased to about $2 to $4. The industry apparently was operating 
under very favorable operating margins without participating in a 
Government program. 

Our evidence indicates in the last week or so that spread has 
dropped a bit to the neighborhood of $2 to $3. 

Participation in the pork purchase program would have required 
them (1) to reduce the volume going to their regular trade or (2) they 
would have had to hire additional labor or work their regular labor 
force additional hours at overtime rates (many packers reportedly 
already were operating on an overtime basis) thus resulting in narrower 
operating margins. 

Many plants in the Midwest were already slaughtering and process- 
ing hogs at or near capacity and had to limit the number of hogs which 
could be delivered for slaughter. 

Consequently, the taking on of any additional and unusual type of 
operation, particularly one involving more labor and processing, 
such as under our purchase contracts, would have tended to increase 
their operating problems. 

Altogether, under its purchase program the Department bought 
through the week ending January 14 a total of 78,106,500 pounds of 
hog products. This amount includes 24,995,100 pounds of canned 
pork and gravy, 12,652,200 pounds of canned pork luncheon meat, 
9,504,000 pounds of canned ham, and 30,955,200 pounds of lard. 
These products are being used primarily in the Geiaied YatiieK program 
and also in institutions and by welfare agencies for distribution to 
needy families. So far, about $32 million of section 32 funds have 
been spent for these purchases. 


WORK TO DEVELOP ADDED OUTLETS 


The pork purchase naeen is continuing and it is anticipated that 


offers from processors be solicited weekly until maximum quan- 
tities which can be utilized are purchased or until prices become 
such as to make continued purchases unnecessary. 
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Action is being taken to step up the program by developing new 
and additional domestic outlets. We are also endeavoring to develop 
other outlets for pork and lard through the International Cooperation 
Administration and through the use of Public Law 480. 

The Department has included pork and pork products under Public 
Law 480 to be purchased by foreign governments. Several foreign 
countries, which have agreed to purchase United States surplus prod- 
a under Public Law 480, have indicated their willingness to include 

ard. 

The exports of lard in 1955 are estimated to be 100 million pounds 
more than the exports of the previous year. Total lard exports for 
1955 were estimated at 565 million pounds. 

Incidentally, you may be interested to know also that our exports 
of edible oils and oil seeds are at record levels. Since most of the 
agreements under Public Law 480 with several foreign countries were 
signed late, the export of pork and pork products, undoubtedly will 
be larger in 1956 than in 1955. 

The agricultural attachés abroad have been continuously kept 
informed about our production, products available for export, mar- 
keting conditions and prices of our surplus livestock and meat 
products. 

Marketing specialists have been dispatched to Europe and South 
America to help the agricultural attachés and the local importers, 
and to bring timely information to our producers and exporters on 
the marketing conditions abroad. 

In Germany, for example, the Foreign Agricultural Service was 
instrumental in obtaining the use of free dollars for lard imports, 
which has also helped increase lard exports from the United States. 

The December pig crop report indicated that the 1956 spring pig 
crop would be about 2 percent less than that of 1955. Hog marketings 
are now being reduced seasonally, and the cumulative effects of the 
pork-purchase program, together with reduced market supplies, 
should provide the basis for an improvement in hog prices. 

Mr. Poace. Thank you, Mr. Butz. 

Mr. AnpresEen. Mr. Chairman, may I make an inquiry? I would 
like to have Mr. Butz insert in the record, State by State, a statement 
showing the fall pig crop, that would be this spring and summer. 

Can you do that State by State? 

Mr. Butz. Yes, we have that State by State. It is in the pig 
crop report. We will be glad to do that, Mr. Andresen. 

Mr. ANDRESEN. To show the increase and decrease in the various 
States. 

Mr. Butz. Yes. 

Mr. ANDRESEN. I want to find out if my farmers are cutting down 
their pig production. 

Mr. Burs. Let us get that straight. You want the fall pig crop, 
State by State, showing decrease or increase State by State? 

Mr. ANpDRESEN. I want to get your estimates upon which you are 
basing this new percent decrease. 

Mr. Burz. We can’t show that State by State. That is the sprin 
pig crop. It is not broken down State by State. It is a nationa 
estimate—this is based on farmers’ intentions to breed. I understand 
it is not broken down State by State. We have State by State 
figures on the fall pig crop. But the 2 percent is the estimated cut 
in spring pig crop based on intended farrowings. 

73499—56——2 
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The following table shows the spring and fall pig crop for 1955 and the intended 
farrowings for the spring of 1956. The Department does not interpret the in- 
tentions in terms of actual numbers of pigs saved for the individual States. 


Pigs saved, 1955 Sows to farrow 1956 


State and Division Spring (Dec. 1-June 1) | Fall (June 1-Dee. 1) | Spring (Dec. 1-June 1) 


1955 as per- 1955 as per- 
cent of 1954 cent of 1954 cent of 1955 


Pennsylvania 


North Atlantic 


Source: Dec. 1, 1955, Pig Crop Report, U. 8. Department of Agriculture, 
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‘J Me Poage. I wonder if we might get a little information on these 
ids. 

It seems to me from your statement that this program has not 
resulted in bringing about the increase in price of hogs that we had 
hoped it would. You do now feel that it has been as successful as 
we had hoped? 

Mr. Butz. I do not get your question. 

Mr. Poaas. I made the statement that the program apparently 
had not been as successful in raising the price of hogs as we had 
hoped that it would be. 

I do not want to put words in your mouth. I am just asking now 
if you disagree with that. 

Do you think it has been successful? I did not gather that from 
your statement. 

Mr. Butz. Mr. Chairman, I think we should say, in the first place, 
that we ought to recognize that the purchase of 200 million pounds 
of pork compared with the tremendous tonnage of pork that is mar- 
keted over a period of 6 months is a relatively small amount. We 
hoped it would have an effect in the right direction, but to hope that 
the effect be of major magnitude would be asking too much. 

On the other hand, we are disappointed in the number of offers we 
have received to sell pork products to the Government under this 
p ag 

r. Poags. I will just make my statement. If you want to con- 
tradict it, I want you to have the right to do so. I am saying that 
as I understand your statement, it shows that the program has not 
been successful in bringing about an increase in the price of live hogs. 

If you feel I am misstating the facts, 1 want you to have the oppor- 
tunity to correct me. If not, then let us pass on and see why it has 
not been successful. 

Mr. Butz. May I make a statement at that point? 

Mr. Poage. Certainly. 

Mr. Butz. It is very difficult, if not impossible, to measure the 
success of a program like this because this is simply one additional 
outlet for pork in the market that was instituted at a time when the 
marketing of hogs was still seasonally high. 

After the program was instituted, the market receipts continued to 
increase for a time and the price declined some after the program was 
instituted. 

I think it would be fair to say that the pirce would have declined 
more had this program not been in effect. 

Mr. Poags. en was the last time Mr. Moore said we had 
checked the decline in the price of hogs? Did he not make such a 
public statement along in November? 

Mr. Burz. Not that I am aware of. 

Mr. Poace. He did not? 

Mr. Butz. I don’t know about it. I am not aware of it. 

Mr. Poaae. In any event, the price of hogs has continued to de- 
cline up until, let us say, Christmas, and since Christmas, until the 
pene time they have remained almost stable at a very low level. 

s that not about right? 

Mr. Butz. Yes, sir. 

Mr. Poacr. What happened to these bids that you were receiving 
during that period of time? Did they decline along with the price of 


hogs? 
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Mr. Butz. No, the bids were fairly constant in the price range. 

Mr. Poacr. On November 18, you bought canned luncheon at 
39.19, 39.75 and 41.90. That is per pound. 

You bought canned pork and gravy, at 62.50, 63.50, 64.50, and 
62.63. 

The next week, on November 23, you bought pork and gravy at 
63.45, 63.95, 64.45, 63.50, and there is a long list of them, the lowest 
price on there being 63.42—that is the lowest price on there, running 
up to 64.50. 

Mr. Butz. Yes. 

Mr. Poacr. December 1, you were paying for pork luncheon 40.89, 
41.38, and most of them at 41.88. 

The next week, December 8, most of your bids were 41.88—there 
ye 6 of them at 41.90, almost the same, just a very slight increase 
there. 

Next week 41.88 on 4 bids, 41.89, 41.90. 

Mr. Burz. We can supply a complete table on that for the record, 
if you would like it. 

r. Poacy. I was just seeing the trend there. 

It seems to me to have been, as you say, rather stable, but tending 
to _ up just a little bit, if anything. 

The following week you had only 2 bids below 41.90. And about 
8 or 10 at 41.90. 

So that each week it seems to be going up just a very few points. 

The following week after that, which would be December 30, you 
had only one bid below 41.90—all of the rest at 41.90. 

Mr. Butz. Yes, we maintained the ceiling. We paid the same all 
the way through., There was some range in these bids, depending 
upon geographical location. But in no case did we pay above 41.90 
for luncheon meat. 

a average price paid for all purchases made rose a bit during that 
period. 

Mr. Poace. That raises to me the most interesting point. 

You say there was some range in these bids, depending upon the 
geographical location. 

Let us look at this next one, January 12—this is pork and gravy— 
I wanted to mention this, Orleans Canning Co., bid from Houston, 
Tex. This was for 339,300 pounds they delivered at 64.48. 

Another bidder from Flushing, N. Y., sold you 169,000 at 64.49. 
That is one one-hundredth of a cent difference. 

And then you had 12 other bids where every one of them was 64.50, 
which was two one-hundredths of a cent higher than the low bid and 
one one-hundredth of a cent higher than the other bid. 

And 12 of them were identical. They range all the way from 
Boston, Mass., to Los Angeles, Calif. 

So that it does not seem to me that they made any great variation 
as to the location of the plant. They all bid the same. 

The point we are wondering about is why this remarkable uniformity 
in these bids. 

Mr. Burz. Mr. Chairman, that is something that practically 
always happens over a period of time. When you announce a program 
like this and get in initial bids you tend to have rather a wide range 
of bids as the market tries to feel the pulse of the buying agency. 
This is a perfectly natural reaction of the market. 
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Our men analyzed the range of bids that came in initially very 
carefully against the price of live hogs, against processing costs, 
against canning costs and all of the costs involved. And we deter- 
mined in the first instance that 64.50 was approximately the top 
price that we could reasonably pay for this kind of product, based on 
all of these cost relationships. 

You will note that all through the weeks that has remained the 
top price. 

Mr. Poage. Yes. 

Mr. Burz. It is a perfectly natural thing, therefore, for those who 
submit bids to narrow the range of their bids as the market itself 
tends to stabilize. This is a phenomen that practically always 
happens even under competitive bidding. We have no control 
whatever over the price at which the various packers will bid. 

Mr. Poace. On November 18 you bought some pork and gravy 
at 62.50. And now you are paying 64.50 for all of it. 

Has the price of live hogs gone up by 2 cents in the meantime? 
If they have, I would see that the canners were justified in charging 
you 2 additional cents. I did not understand that the price of hogs 
had gone up during that period. 

Mr. Burz. Of course, on this type of processed product packers are 
bidding against the future supply. They have to acquire supplies 
some days or some weeks hence. It takes some time to process it. into 
canned meat and make delivery. These bids are made for delivery 
from 6 weeks to 2 months after the contracting time. 

Mr. Poage. Well now, are you telling us then that possibly the 
packers are bidding higher now because they expect the price of hogs 
to goupin March? We all hope they will. If 1 understand anything 
about hogs that would be the normal history of hogs, that they would 
go up. 

Mr. Burz. I think that could very well be. It should be pointed 
out that we received other bids above the 64.50 level. We simply 
have not accepted them. 

Mr. PoaGer. That is something I want to get at. You said you 
received bids above. 

Mr. Burz. We have always received bids above. On pork and 
gravy, that we are speaking about, the first week that we aecepted 
bids, the week of November 17, the range of prices bid at that time 
was from 62.50 to 84.78. 

Mr. Poaaer. 84.78? 

Mr. Burz. Yes, obviously those were not accepted. The acceptance 
range was 62.50 to 64.50. We accepted the low ones and went as high 
as 64.50. 

The next week then the range of bids was 63.42 to 79.81. The 
bottom bid came up. The top bid came down. Those have continued 
to narrow as time went on, until the week of January 11, the range of 
bids on pork and gravy was 64.48 to 66.50. 

And we accepted the 64.48 up to 64.50, as you say. 

Mr. Poaaes. Well now, Mr. Butz, without any desire to criticize 
anybody—and I do not offer this as criticism—it seems to me that you 
are being caught in a vise in which you cannot extricate yourself, and 
I do not know that you can avoid it. 

But if this policy is simply leading to the fact that the Government 
is announcing a price that they will pay for the pork products and the 
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effect of it is to eliminate all bidding, and simply to say that “we 
will pay this price, here it is, and anybody who wants to can get this 
price”’—is that not what it sums up to? 

Mr. Butz. There is some substance to what you say. On the other 
hand, it should be pointed out that some packers continue to bid 
above our price of 64.50 in the hope that next week perhaps we will 
spring the price. 

Mr. Poage. In the hopes that you will raise that? 

Mr. Butz. Yes. There are always bids above last week’s figure in 
the hope that next week it will spring a dollar or two. 

Mr. Poags. When we started out it was 2 cents below your price. 
But we have gotten to a point where it is only two one-hundredths of 
a cent below your price, in these last bids. Is that not right? 

Mr. Butz. That is right. 

Mr. Poags. In other words, these packers have reached the point 
where only two in the United States would bid anything below they 
knew what you would sell. 

Mr. Burz. And yet, Mr. Chairman 

Mr. Poaar. One of those was two one-hundredths of a cent under 
the price. 

Mr. Burz. We bought our greatest quantity of pork and gravy at 
that price. 

Mr. Poaer. At the maximum price? 

Mr. Butz. At $64.48 to $64.50. 

Mr. Poace. You bought two. You had 12 that bid the maximum 
price. 

Mr. Burz. Yes. 

Mr. Poagr. And two—one of whom bid one-hundredth of a cent 
under the average and the other bid two one-hundredths of a cent 
under. 

Mr. Bass. Did it seem strange to you when you were going over 
these bids that back on November 18, the North American Packin 
Co. for canned pork and gravy, would bid $62.50 and you accepte 
56,000 pounds of that, oat then on January 12, without any increase 
in the price of pork, you accepted a bid of $64.50 which amounted to 
a $2 increase from the same packing company and accepted 339,000 
pounds. 

Mr. Butz. This is just competitive bids that are operating. Once 
they discover that this is apparently the price, anybody will tend to 
bid up to it. 

Mr. Bass. And you just go ahead and cooperate with them and let 
them continue to raise the price, and increase your amount of pur- 
chase from that particular company? 

Mr. Burz. We have no choice in the matter. 

Mr. Poaar. You started out, as I understand it, in that connection, 
to buy this at a price that would allow the packer to pay the producer 
at least the then market price for hogs, plus all of the expenses, plus 
fair return on his investment and operation. 

That was the basis on which you started and on which you fixed 
the price, did you not? 

Mr. Butz. Yeu: sir. On that basis, taking into consideration the 
fact that we wanted the price high enough to attract a sufficient 
volume of pork and lard to meet our requirements, recognizing always 








MEAT PURCHASE PROGRAM 11 


that the packer has alternative outlets for his product, and if he can 
sell it for a dollar more in the commercial market, obviously he is 
under no compulsion to bid with us. 

Mr. Poagg. I am not offering this as a criticism of you. I am just 
suggesting that if that is the correct. explanation, and I am accepting 
it, then does not that prove conclusively that the packers are taking 
an unfair margin on these hogs? That the packers are taking ad- 
vous of this decline in the hog market to make unconscionable 

rofits? 
. Mr. Butz. Mr. Chairman, I would hesitate to use the words “unfair 
nee or “unconscionable profits.”’ 
r. Poace. ‘‘Unusual’’—let us say. 

Mr. Burz. Yes. I will accept the word ‘‘unusual.”’ 

It is true that packer margins, that packer cutout on the hogs has 
been. wider than usual, and wider than normal in recent months. 

That is indicated in the prepared testimony that I read here that 
the normal cutout is $1 to $2 and in recent months has been running 
from $2 to $4, sometimes $3 to $4 per hundredweight, That has 
narrowed some in the last week or 10 days. 

As nearly as we can tell, Mr. Chairman, this is a phenomenon that 
nearly always occurs in that phase of the hog cycle where you have 
exceptionally heavy marketings of hogs. 

The cutout margin has been a bit wider in this hog cycle than it is 
normally in this phase of the hog cycle. 1 think it occurred this time 
primarily because this promotional campaign that we had for pork 
products has worked. Pork is moving into consumption at retail. It 
is moving at pretty fair prices, considering the volume of pork. 

Mr. Poaae. Fair prices to whom? 

Mr. Butz. I will put it this way, that the price of pork at retail 
has not declined as much as you might have expected it to decline, 
based on the supply of pork moving in retail channels. 

Mr. Poagse. Then you mean ‘“‘fair prices” to the packers? 

Mr. Butz. Perhaps, the word “fair” was not right. I hesitate to 
use the words “‘fair prices.’ 

Let me restate it, that the price of pork at retail has not declined 
as much in recent months as you might have expected it to decline, 
based on the supply of pork in the market. 

I think that represents success behind this combined industry- 
farmer-Government promotional campaign that has been going on. 

Mr. Poace. You think that represents success. That is success 
for whom? 

That is success for the packer—success of putting money in the 
packer’s pocket, but has it raised the price of hogs to the farmer? 

Mr. Butz. Other things being equal, I am sure it has. Let me 
finish my statement, if you will, please. 

At the other end, we have very, very large numbers of hogs coming 
to market. 

Mr. Poags. Let us go back to this and get 





Mr. Burz. Let me finish my, statement here about the packer 
spread. That means that it is very easy competitively for the packers 
to fill their killing floors and killing pens. 

In some cases, in interior markets last fall, in November and 
December, it was practically impossible for the packer-buyer to clear 
the pens of hogs that the farmers brought. in. 





12 MEAT PURCHASE PROGRAM 


We had cases reported where livestock speculator buyers had 
cleared the pens, hoping 2 or 3 days later they might sell them at 
bit higher. 

L have had cases reported by packer personnel where they said, 
“‘We paid a quarter more for hogs one day last week on so and so 
market than we would have had to”, simply because the price was 
unusually low. 

That still left them a wide cutout margin. 

The packers have been operating at capacity. They have had to 
operate overtime. They have used their sah crews to the full 
extent of the available labor they had on their killing floors. This 
means, therefore, that there was not the usual competition to pur- 
chase hogs out in the livestock yards that there normally is, because 
of excessive supplies. 

It resulted in the wide cutout margin. That nearly always happens 
in that phase of the hog cycle where you have large numbers coming 
to market. If you have smaller numbers coming to market the 
packers bid aggressively for the hogs out there and get a smaller 
cutout margin on pork products. 

In late 1954 and early 1955, for example, many of the large packers 
were losing money on their hog slaughter operations. In recent 
months they have been making money. They made wider than 
usual margins. 

We feel that this is not the result of collusion. It is not the result 
of conspiracy. I would not use the words you used, “unconscionable 
profits.” I think this is simply the competitive marketing price 
mechanism working. 

Mr. Poaaer. Just one minute. I want to ask another question 
about this feeling that this was a good thing, that the price of pork 
had remained high in the retail shops. 

It seems to me that all you are telling us there is—you said that was 
a fair price—had been able to maintain a fair price—that is very for- 
tunate—that “fair price,” as I understand it, you are using the term 
of “fair price’’—that it benefits no one except the packer. It did not 
give the consumer cheaper meat. Therefore, it did not widen the 
market for the farmer. It did not give the farmer a higher price. 
Therefore, it did not increase the farmer’s income. 

The only people in the world that got the advantage of what you 
refer to as a “fair price,’ are the packers who got returns which I 
believe you pointed out here are at least twice what they were making. 
They were able to double their profits, and I do not think that is a 
‘fair price.” 

So I think I will have to withdraw the statement when I said it was 
“unusual” and go back to the words I originally used, that it is an 
“unfair” and ‘‘unconscionable” profit that they have been making 
and I think your testimony proves it, Mr. Butz. 

Mr. Butz. Mr. Chairman, there is some misunderstanding here. 
The retail price of pork to consumers has declined. My point was—— 

Mr. PoaGe. You pointed out that it declined very slightly. 

Mr. Burz. Let me give you the figures. The retail rice per pound 
of pork—this is the average of all pork products—in December 1954 
was 51.1 cents. 

In December 1955 it was 43.8 cents. That is a decline of 7.3 cents 
per pound at retail, during the same period. 
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Mr. Harvey. Would you repeat those figures again? 

Mr. Butz. The average retail price per pound of pork at retail 
was 51.1 cents in December 1954, compared with 43.8 in December 
1955. That represents a decrease ‘of 7.3 cents in the 12-month period 
in the average price of pork. 

Mr. Poage. That is dressed pork. 

Mr. Harvey. What was the price for December 1955? 

Mr. Burz. 43.8 cents. 

Mr. Poaae. That is a decline in dressed pork. 

Mr. Burz. Yes. During the same period of time the net farm 
value—this is on a dressed pork equivalent basis—declined from 27.9 
cents per pound in December 1954, to 17.3 cents per pound in 
December 1955. 

That is a decline of 10.6 per pound in the same 12 months period. 

J the same time, the marketing margin increased from 23.2 

er pound in December 1954, to 26.5 cents per pound in 
eo er 1955. 

That is an increase of 3.3 cents per pound dressed pork equivalent. 

Mr. Poage. I think it would be a whole lot more meaningful to 
the committee and the public if we had that in percentages, the 
decline that has taken place on the farm and the decline percentage 
which is on the retail counter and the increase percentagewise that 
has taken place in the packer’s margin. 

Mr. Burz. We can calculate that and furnish it to the committee 
and insert it in the record here. 

Mr. Poace. We would like to have that calculated this morning 
so we will put it in this record publicly rather than sometime after 
this meeting is adjourned, because | know that that increase percentage- 
wise, to the packers is very substantial. 

It sounds little when you talk about 2 or 3 cents, but when you 
talk about it percentagewise, it is a substantial ; increase. 

When you talk about what the farmer lost, you say it is only 10 
cents. It is around 40 percent. That is what it is. 

' Mr. Bass. It amounts to a 22-percent spread up and down in the 
retail price. 

Mr. Poaae. Yes. 

Mr. Bass. You stated, Mr. Butz, that the crowded conditions in 
the processor’s market, and so forth—the amount of meat that they 
had to handle meant overtime. According to the bulletin which was 
issued by your Department on December 20, 1955, it shows the stocks 
on hand. 

Now, the average stock on hand for the past 4 years, as of November 
30—the average stock on hand, for 4 years, on all pork products, was 
326 million pounds. 

The amount on hand this year, in November, was 304 million or a 
decrease in the stock of 22 million pounds, less than the 4-year average. 
- there must be something wrong. It does not appear to bear out 
the point. 

r. Butz. I think not—we have consumed that. It has moved 
into consumption. 

Mr. Bass. Moved into consumption? Where? 

Mr. Butz. At the retail counters of America, all over the country. 

Mr. Bass. You mean, the retail counters of America are filled so 
much more than they ordinarily would be? 

73499—56——3 
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Mr. Butz. No; no. Stock on hand is essentially packers’. stock 
that they keep in cold storage. 

Mr. Bass. Would they have to work overtime and at night, hire 
all of these extra people and could not buy the hogs on the markets 
if they were 22 million pounds below normal supply? 

Mr. Butz. I think so—I think so because it is moving into retail 
consumption. 

Mr. Bass. That does not affect the supply. 

We will go back then and look at October 31. It has not moved too 
much because at that time they only had on hand on October 21, 
205 million pounds, which was 121 million pounds less than the 4-year 
average as of October 31. 

Mr. Butz. Of course, October to November and December 

Mr. Bass. Those are million pounds—I beg your pardon. 

Mr. Butz. Yes. 

Mr. Bass. That is 121 million pounds of pork products on hand 
as of October 31, 1955, and the normal carryover in the 4-year market 
was, as of November 3—that is, as to that—these are your figures 
I am using. 

Mr. Butz. That is quite right. The amount of pork products 
we had in storage carried by packers. 

Mr. Bass. Were exceptionally small? 

Mr. Burz. Were quite small; that is right. 

Mr. Bass. So when this program went into effect you started 
buying in November; did you not? 

Mr. Butz. Yes. 

Mr. Bass. You started buying in November. You started buying 
after the supply of hogs was the smallest by 121 million pounds in 
the 4-year overall history of the pork processor program. 

Mr. Butz. No, November 1 the storage stocks were 304 million 
pounds. 

Mr. Bass. On October 30, when you were putting it into effect and 
talking about having to reduce the price of hogs, because of the over- 
burdened supply on hand—by the processors, that was their story— 
they told you that—and that was what they said—yet they were 
that much under normal carryover. 

Mr. Burz. No, I think there must be some misunderstanding. 
phe Poe never told us they had overburdened supplies of pork on 

and. 

Mr. Bass. Why were they running down the price of hogs? 

Mr. Burz. They told us their supplies on hand were quite low and 
our figures bore that out. 

Mr. Bass. You mean then the supply and demand situation does 
not work in this? The lower the teens on hand, the lower price they 
peg te hogs—is that the way it works? 

r. Butz. Oh, no. I think we have some misunderstanding here. 
These total storage holdings are pork supplies that the packers hold 
for seasonal purposes. They buy them in the periods of heavy market- 
ing and hope to unload in the periods of light marketings. 

ut what we have in the hog marketing situation here is that pork 
is moving into market all of the time right through the pipeline. 
That is the heavy supply we are talking about. 

Mr. Bass. I understand. November usually is a top marketing 
season; is it not? 
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Mr. Burz. Yes. 

Mr. Bass. October and November they start moving into market? 

Mr. Burz. Right. 

Mr. Bass. Then on November 30, after the heavy November 
market, you see, they were still 22 million pounds below the average 
of the 4-year period. They do not hold lard for seasonal purposes. 
Lard is a stable merchandisable product. 

Let us look at the supply of lard on hand. The 4-year average 
carryover of lard was 86 million pounds. On October 31, 1955, they 
had 74 million pounds or 12 million pounds less lard on October 30, 
1955, than the normal 4-year carryover of lard. 

That was before you started your lard buying; was it not? 

Mr. Butz. Yes. 

Mr. Bass. In the meantime we had bought 31 million pounds of 
lard. Well now, why in the face of that, the low supply of lard 
products on the market, and the low supply of other products, if you 
get the overall products—here are your figures—I can see no reason 
why the processors would continue to drop the price of hogs unless 
they took advantage of the hysteria and the overall farm program and 
put pressure on the Department of Agriculture to spend $85 million 
pet to let them go up on their normal profit price, which is abso- 
utely the thing that they have done. 

Mr. Butz. There was no pressure whatever from the processors for 
the Department to enter into a lard and pork purchase program. It 
came from other places. 

Mr. Bass. They made the producer do it. But they did it by 
lowering 100 percent almost the price of hogs. 

One other question here: Do you believe that your purchasing, 
pork and gravy—you are paying $64.50 per 100 pounds—do you call 
that a normal profit to the processor for his product on a wholesale 
basis? Do you think that is a normal processing profit? 

Mr. Burz. It is very difficult, Mr. Bass, to calculate what is a 
normal processing margin on a particular product like this where the 
packer buys a live hog and has to break it down into all of the various 
products. 

Mr. Bass. But you accepted the bid. If you felt they were un- 
usually high, you would not have accepted them. 

Mr. Butz. That is right. 

Mr. Bass. Let me show you something. I went to the store this 
morning. I went out and bought some pork and gravy. You know 
the Krey Processing Co.; do you not? 

Mr. Bortz. Yes. 

Mr. Bass. I went to an independent grocery store this morning, 
not a big chain grocery store where they have all of this stuff in the 
retail market, and 0.farth, and I like pork and gravy myself. 

You paid $64.50 a hundred pounds in buying it by the millions of 
pounds. But I went to the store this morning and I bought for 59 
cents—59 cents I repeat—here is the market slip, and here is the pork 
and gravy—from the McReynolds Grocery Co., a pound can of pork 
and gravy, which has the approval of the United States Department 
of Agriculture. 

at I believe is this, that if you would hire some marketers and 
go around to some of these grocery stores, I believe, you could save 
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the taxpayers a lot of money and bring some of this stuff out of the 
market that you are talking about that is glutting the market. 

We have shown that it is not the processor’s stocks that are hurting 
the market. You say it is the retailers’ stocks that are hurting the 
market. 

So I suggest going to the retail store and saving some money. 
Here is the product for your inspection. 

Mr. Burz. Let me say a word about the point you make. When 
our pork advisory committee met last September to discuss this whole 
thing, among the recommendations they made was that any pork 
products we purchased for school-lunch distribution be high-quality 
products with a minimum of fat, come from lighter weight hogs to 
encourage the program, that we have had for some years, to induce 
farmers to produce the meat-type hog that the market demands. 

We have specifications that contain the minimum amount of fat 
that can be in the canned pork and gravy we buy. It has to come 
from hogs not exceeding certain weights. 

Mr. Bass. You mean to say that this Krey Co. does not put out 
a good product, they have a lot of fat in their pork? 

Mr. Butz. No, sir, it is a good product, but there are obviousl 
various grades of any product, which is true of practically any food. 

Mr. Bass. This has a beautiful label on it. 

Mr. Butz. Indeed, it does. 

Mr. Bass. Packed in a small can. It is all colorful, that costs 
money to produce it—they put it in the smaller can that costs more. 
Your products are in gallon cans and up. 

Mr. Burz. Is that a full pound can? 

Mr. Bass. Yes, it has contents, ‘1 pound,” right on the package. 
And it is 59 cents. This was not on sale. This was just on the shelf. 

You cannot tell me that if the market is hurt and they want to get 
rid of this pork and if they want to help the processor, that they could 
not sell for less than $64.50 a good marketable piece of merchandise. 

That cost me 60 cents, tax included, in the District of Columbia, 
after it went through the broker, the wholesaler and the retailer. 

Mr. Butz. Yes, sir; they can supply us canned pork and gravy for 
substantially less than $64.50 a hundred pounds, if we didn’t have a 
minimum fat content. 

It is rather difficult to see sometimes by visual inspection. 

Mr. Bass. Let us see what fat is worth. What do you pay for lard? 

Mr. Butz. We can buy it for 15 cents a pound or less. We don’t 
have to put a much larger percentage in to reduce the price per pound 
of this rather substantially. 

Mr. Bass. I will tell you the truth now, I cannot see that there is 
that much difference in a can of pork, that we have to buy because I 
have eaten it myself, and all of the various brands. I ate it when I 
was in the Army. I eat it now and I like it. I find very little differ- 
ence in the amount of fat and lean constituted in one can of pork. 

Mr. Butz. But there is a difference. 

Mr. Bass. I think this, I think that this aes scheme, this 

olitical pork barrel, a literal pork barrel that was forced on the 
Fieslirtengnt of Agriculture, by the pork oe oe by bringing down— 
and taking advantage of the hysteria—the agricultural prices today— 
I think it has gotten into a pork barrel political collusion of contract 
between the processors and I think that the Department ought to 
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throw the whole thing out and start buying pork on the market and 
contracting with some of the independent producers to process the 
pork if we need it for school-lunch programs. 

I think it is a crying chame that the taxpayer’s money is being 
wasted on a program which has done, is doing and will not do anything 
in the world for the poor producers. 

Mr. Harvey. Those are pretty broad charges. 

Mr. Bass. I intend them to be broad charges. 

Mr. Harvey. Particularly, in the language that he used, it seems 
to me, at the end rather intemperate. 

Mr. Bass. I intend it to be just exactly like I said. Jt has been 
studied. It has been worked on. I can see no reasonable excuse for 
leaving the program that is doing no good but wasting taxpayers’ 
money. 

Mr. Poace. Do you feel that the program is helping anything? 

Mr. Harvey. I am not without criticism of the program. I think 
the gentleman in his charges there, I think he used the words “‘political 
collusion,’’ which I thought carried an inference. 

Mr. Bass. Among the processors—that is exactly what I said, 
“political contract collusion” among the processors. I will have the 
gentleman read my statement back. 

Mr. Harvey. If the gentleman is confining his charge of political 
—- to the packers, then I certainly have no right to challenge 
that. 

But if the gentleman is intimating that he thinks it is political 
collusion and that the Department of Agriculture has been a party 
to the political collusion, then I certainly would challenge it. 

Mr. Bass. I did not say that but the gentleman has given me an 
idea. I might go far enough to say this, that I think they are co- 
operating too much with the program; that they should have stopped 
it; that anyone who can see, that from Boston to Los Angeles, that 
there is something wrong when every packer bids right down to the 
penny, or one-hundredth of 1 percent, on a hundred pounds of pork. 

Mr. Harvey. The gentleman well knows, as has been evidenced 
through the years, the school-lunch program is not a new program. 

Mr. Bass. We are not getting into the school-lunch program. The 
disposition the Department is making of the pork they are buying is 
perfectly good. I am for it 1,000 percent. The only thing wrong is 
they do not have enough going into the school-lunch program. 

I am talking about what is happening in the purchasing program, 
not in the disposal program. 

Mr. Harvey. There is the pressure, I think the gentleman will 
acknowledge—I have had it from my own area—for the Department 
of Agriculture to provide the pork and other products for the school- 
lunch program. 

Mr. Bass. Absolutely so, and I have, too. Are you satisfied with 
the effect that this program bas had on the price of hogs in your 
district? 

Mr. Harvey. I would not say that I am satisfied but I do not, 
certainly, maintain that there has been any collusion on the part of 
the people in the Department who have been attempting to effectuate 
this program. 

Mr. Bass. You were the one that mentioned that subject. I did 
not mention that. 





18 MEAT PURCHASE PROGRAM 


I do think this: I think that it is questionable, and I think that 
the Department of Agriculture should have found out why one com- 
pany, one single company, in submitting their bids, over a period 
when the hog prices were declining, had raised their bids to the De- 
partment of Agriculture, and they put out on the small bid only 
56,000 pounds, and then when they got on the big bid they sold 
339,000 pounds. 

There is something—there is grounds for questioning by the De- 
partment of Agriculture that processors, and if they are basing it on 
his normal profit, on his cost and his normal profit, in accepting these 
bids, then they should tell me why his cost has gone up $2 in that 
period of time. 

Mr. Harvey. You are entitled to your opinion. 

Mr. Bass. That is right. 

Mr. Burz, At this point, I think it would be enlightening to insert 
in the record a summary table showing the range of bids we have 
received and the range of bids we bave accepted. The Congressman 
talks about—infers that all of the bids are uniform. As I mentioned 
a while ago, we have received a substantial number of bids regularly 
above our acceptance level. 

Mr. Poacs. Without objection that will be inserted at this point. 

(The summary is as follows:) 
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Mr. Poace. I wonder if your staff has calculated the percentages 
this this time? 

Mr. Butz. Those percentages you asked for a moment ago, ves. 

A decline of 14 percent in the retail price of pork. A decline of 38 
percent in the net farm value. And an increase of 14 percent in the 
marketing margin, which, incidentally, was the entire marketing mar- 
gin, not the processors alone. 

Mr. Poace. What about the increase in the percentage—the proc- 
essors’ profits? I believe you stated 

Mr. Jounson. On page 5 of your report there is 100 percent increase 
in their margin. You said an average of $1 or $2. That would make 
an average price of around $1.50. 

Then you said from $2 to $4. That would make an average price 
of $3. 

Their margin would be going up 100 percent during this period. 

Mr. Butz. Those are ranges and I would like to point out those are 
what we call the cut-out values. Those are not net profits. 

Mr. Poacr. The percentage of increase in the margin was 100 
percent, was it, in a few weeks time? 

Mr. Burz. In a year’s time. 

Mr. Jounson. No, during this period. 

Mr. Poags. During this period of time? 

Mr. Jounson. From October on. 

Mr. Poacr. When you began this program until now? 

Mr. Jonunson. You said during the October period this spread has 
increased from about $2 to $4. That would be 100 percent increase. 

Mr. Butz. What page? 

Mr. Jonnson. On page 5. 

Mr. Butz. Yes, that spread increase has not occurred from October 
to December. It simply means that during the October-December 
period the spread was from $2 to $4. <A year earlier it was from $1 
to $2. Those are ranges. 

Mr. Poage. Then in December, this year, they were making 100 
percent more on each pound of meat they processed than they were 
making a year ago. That is right, is it not? 

Mr. Burz. Their total cut-out, the total cut-out margin was that 
much more, but it does not mean that they were making that much 
more. Their costs had gone up somewhat in the meantime. 

Mr. PoaGs. Their gross profits were 100 percent higher than a 
year before, while the farmers’ return was 38 percent less; that is 
right, is it not? 

Mr. Butz. Yes. 

Mr. Jounson. One other question: I have talked to men from 
lowa—we consider that the heart of the pork industry—and they 
say there has not been much increase in the number of pounds of 
hogs marketed. 

Could you give us the figures that were marketed in 1954, compared 
with the figures that are marketed in 1955? I mean the total hogs 
marketed in 1954, the total poundage and the total pounds marketed 
in 1955. 

Mr. Butz. We have an estimate for 1955, on total pork produc- 
tion—this is not live hogs—this is total pork production. 

Mr. Jounson. Yes. 

Mr. Butz. In 1954, total United States pork production was 
9,952 million pounds. 
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Mr. Jonnson. What was that? 

Mr. Burz. 9,952 million pounds. We estimate the 1955 total 
production to be 11,050 million pounds. 

Mr. Jounson. What would that be in percentages, the increased 
production—that is net? 

Mr. Butz. The final figures are not out yet. About 12 percent. 

Mr. Horr. Mr. Chairman, there is something I want to inquire 
about although it has been gone into considerably already. 

It has been rather disturbing to me to see the fi es that show this 
big increase in the packer margin. I wonder if the Department has 
attempted to do anything about that situation. 

Mr. Butz. You have made a survey of the margin of the distribu- 
tors, recently. 

Have you gone into this packer situation to develop what has 
happened there? 

Mr. Burz. Yes. We have been in consultation with officials of the 
meatpacking industry, and we have discussed this with them to the 
point that we are reasonably satisfied there is no collusion among 
them on this. 

Our records indicate that this type of thing usually happens in 
period of large hog marketings. 

Mr. Hops. I suppose it does usually happen. You do not think 
it is a good thing, do you? 

Mr. Butz. I certainly do not. 

Mr. Hops. Is there not something that the Department can do, 
if nothing more than publicity to discourage this situation? 

Mr. Butz. Yes. As you know 2 weeks ago, we got out a bulletin 
on Marketing Costs for Food, that takes up this whole question of 
marketing costs in meat. 

We have a study under way now on pork. It will be out in 2 or 3 
weeks, breaking margins down by steps in the process, in the whole 
operation of processing and marketing of pork. 

I think you are right, some publicity will help. 

Mr. Hops. Do you have plans to give it any more publicity than 
you have? This is something you should pinpoint right here. You 
can put your finger right on the packer. By the time it goes down 
through the whole chain of distribution, you can’t do it so well. 

But right here you have a situation where the figures are very 
definite, which has gone on now for 3 or 4 months with very little 
change, and it seems to me that it is a situation that could well stand 
some more publicity than it has had. 

Mr. Butz. You are quite right, but about all we have the authority 
pa apm to do, is to throw Mr og wr it. 

. Horr. I realize that. The Federal Trade Commission might 
go into it. I do not know whether they have or not. 

You say you are satisfied there is no collusion. Do you know 
oe the Federal Trade Commission has taken any steps to look 
into it 

Mr. Burz. This is administered under the Packers and Stockyard 
Act, not the Federal Trade Commission. 

Mr. Hops. I suppose the Federal Trade Commission would have 
jurisdiction to go into it. It is not necessarily your duty to call 
attention to it, I realize. They should know themselves. You do 
not know whether they have or not. 
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Mr. Buz. I am not aware of it. 

Mr. Bass. I think it might be wise for the Department to survey 
the possibility of buying live hogs since this buying program here has 
not increased the price of hogs—buy these hogs off the live market 
and contract with some of the small independent processors to process 
this food for the school lunch program. 

Mr. Hops. I was just leading up to another question that, perhaps, 
would go into that. 

What I want to ask now is this, do you think that as long as the 
packers are enjoying this wide margin that you have an opportunity 
to make a success out of this buying program, that is, on the scale in 
which you have engaged in it so far? 

Mr. Burz. I think it should be fairly said that any additional 
outlet will tend to add to the price the farmers receive for hogs or 
will tend to decrease the amount of decline that otherwise would Rate 
occurred. ‘There has been a decline in recent months. There is 
some evidence that the packer cutout is narrowing some. 

As hog marketings decline in the weeks ahead, we fully expect this 
packer gross margin likewise to decline, because competition will 
again come back in the buying pens, and packers must compete with 
each other more ccireashaal for their hog supplies. 

Mr. Poags. In view of that, I wonder if you would state whether 


you feel that the program has actually supported the price of live hogs 
or not up to date. 

Mr. Butz. I think the program has helped to stabilize the price of 
live hogs. 
Mr. Tasen, In other words, me think the price would have gone 


further down if you had not had this program? 

Mr. Burz. Yes, sir. 

Mr. Poage. All right. 

Mr. Hors. What do you base that on, Mr. Butz? 

Mr. Butz. It is based on the fact that any additional outlet for 
pork oe will tend to remove that quantity from the market and 
thereby increase the price. 

Mr. Hagen. Will you yield there for one question? 

Mr Hops. Yes. 

Mr. Hagen. Is it not a fact that most of this stuff are byproducts. 
These canned items are odds and ends or the last products of hog 
slaughtering. 

Mr. Butz. No, sir; this is not a byproduct operation. Our canned 
hams have met very rigid specifications. Our canned pork and gravy 
and canned luncheon meat has. 

Mr. Lennartson. It has to come from certain portions of the hogs? 
_ Mr. Butz. Yes; the specifications indicated they had to come from 
the major pork cuts. 

Mr. Hagen. From the basic pork? 

Mr. Butz. Loins, hams, and shoulders. 

Mr. Horr. You made the statement which is true, generall 
speaking, that the margin has declined somewhat during the mont 
of December. 

However, in the week ending on January 7, it was $3.24 as com- 
pared with the corresponding week last year of $1.75. So it is still 
running considerably ahead of what it was a year ago, approximately 
double during that week. 
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The preceding weeks it was considerably ahead of a year ago; was 
it not? Not that percentage—not so great—but still substantially 
more. 

This has gone on over a period—this began about October 1, over 
a period of almost 4 months. How long do you think this situation 
will have to continue before competition will stabilize it? 

Mr. Burz. Mr. Pettus has those figures before him. Can he speak 
to that? 

Mr. Poaae. Yes. 

Mr. Perrus. Are you referring to our market news weekly report 
which shows the margins? 

Mr. Hops. Yes. 

Mr. Perrus. Our latest report, that is for the week of January 14, 
shows that these margins have declined to $2.69. That is a sub- 
stantial decline from the high price when they were nearly $4. 

Mr. Horr. The week ending December 24, they were down to 
$2.35, but they came back up the week ending January 7, to $3.24, 
so that it does not indicate there is any particular trend, it seems to me. 

Mr. Perrus. The week before, on January 7, they were down 
to $2.99. 

Mr. Hopr. I have the figures in front of me. 

Mr. Perrus. The last 2 weeks have been lower than the average 
for the month of December and I think that it indicates some trend. 

It is true the margin often varies from week to week, going up 
one week and down another, but for the month of January, we are 
substantially below the peak that we reached back in late November 
and December. 

Mr. Hope. I would not pursue that further. I would like to ask 
you, Mr. Butz—and let us leave out all consideration of the practi- 
cability of it right now—if you think a program whereby you bought 
live hogs on the market would be more effective in increasing the 
price to the producer than the method you are using? 

Mr. Burz. I think dollar for dollar it would not have any more 
impact than the present program. The program is highly imprac- 
tical. As you know, we have no way to handle live hogs. 

Mr. Horr. There would be an additional element of competition 
in there if you were in there buying, in the market itself. 

Mr. Burz. sg oe there is an additional element of competi- 
tion even when we buy the processed product, because the packer has 
to buy the live hogs, has to on the products that he sells to the Gov- 
ernment. 

Mr. Hops. Yes, but as long as he can make the margin he has been 
making here, he is not particularly interested in getting your business; 
is that not the case? 

Mr. Burz. I think that is a correct statement. But I would point 
this out, if we bought the hogs directly, and then hired them processed, 
we would take over a certain amount of processing facilities now being 
operated that would reduce the demand that the packers might other- 
wise exhibit in the live pens. 

I do not see it would make any difference so far as its impact on 
the market is concerned whether we bought them or the packer 
bought the hogs. 

Mr. Hope. It seems to me that there would be some active com- 
petition right there in the buying pens which I very seriously doubt 
exists under the conditions we have had in the last few months. 
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What you say, of course, is true, it may be a good argument against 
buying live hogs and having them processed, and there are probably 
some other arguments against it, too. I would like to have you 
state those, also, to get them on the record this morning. 

Mr. Burz. I think the principal arguments against it are we’d have 
a whole flock of byproducts on our hands we really have no outlet 
for, products you can’t use in the school lunch or for needy persons 
or for institutions. 

Sooner or later you would have pressure to get us directly in the 
packing business, which I think nobody particularly wants to see the 
Department of Agriculture do and, certainly, we don’t want to do it. 
You would have the difficulty of distributing what you do have. 

It seems to me it is highly impractical to go into it. 

Mr. Hopr. I think there is a lot of substance to what you have said. 

Mr. Bass. If they contracted with the meat processors to process 
the meat could not the same processor handle the byproducts that he 
is talking about? 

Mr. Hops. I assume a contract of that kind could be made. It is 
certainly within the realm of possibility. 

Mr. Lovre. Will you yield? 

Mr. Hope. I think I have covered the subject as far as I care to now. 

Mr. Poace. Just one thought. May I call attention to the fact 
that on November 30, 1955, as chairman of this subcommittee, I 
wrote the Secretary suggesting that we look into the opportunity 
that exists to sell pork products on the west coast of South America. 

This subcommittee made a trip down there. We saw a tremendous 
lack of any kind of cheap meat on the west coast. 

It seemed to us that the freight rates were even cheaper from the 
United States than they were from the Argentine to countries like 
Peru and Ecuador where they don’t have any kind of cheap meats 
and most of those people do not have any of any sort. 

I observe that you refer to increased use of various support programs, 
and I believe you refer to the fact that the Department has included 
pork products under Public Law 480. 

When did you put pork products on that list? 

Mr. Burz. Lard has been on for sometime. I cannot give the 
exact date. 

Mr. Poace. I am not talking about lard. They are not like 
Eskimo—they are in the Tropics. In the Arctic you would sell lard, 
the man would eat lard. In the Tropics the man cannot eat lard. 
But he can eat these pork products, if he can get them. 

When did you put them on the list? 

Mr. Burz. It was early fall sometime—lI can’t tell you exactly. 

Mr. Poages. It seems to me that we ought to push the sale of those 
kind of products much more energetically. 

Mr. Burz. You are quite right. 

Mr. Poaar. There is a broad market there, and, certainly, if we 
could sell them for local currencies—those poeple don’t have any 
kind of meat whatever—it would help. And those seem to me to be 
the type of markets whereby we can build up an appetite for meat 
that the people try to satisfy at a later date, if they can possibly 
achieve the earning power. 

Whereas if we give it away to somebody who already is accustomed 
to eating meat, you do not increase your market over the long period 
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of years at all. All you do is to substitute, give away for a sales 
program. 

But nobody is selling meat in at least two of those countries in any 
large volume today—nobody is selling it. 

Mr. Butz. We are pushing that aggressively under Public Law 480, 
trying to include some in those programs. You will be interested to 
know we concluded a couple of weeks ago an agreement which in- 
cluded 11 million pounds of lard with Brazil. 

In addition, Brazil has agreed to take a total of 301 million pounds 
of fats and oils, of which any part can be lard. 

Mr. Poacs. Our committee was at the signing of that Brazilian 
agreement. We understand that Brazil is taking a substantial 
amount; and also a substantial amount of wheat. 

We understand that Argentina is also taking a substantial amount 
of fats and oils. But the fats and oils in the Argentine, glad as we 
are to see them move there, we know that a year or 2 or 3 years from 
now the Argentines will not be taking our fats and oils unless Mr. 
Peron comes back. 

We know why they are taking the fats and oils. You do, too. 
It is not because they can’t produce fats and oils in the Argentine, 
but because they had a political situation that made it unprofitable 
to pcoeees farm products in the Argentine. 

ut a different situation exists in Bolivia, in Peru, a different situa- 
tion exists in Ecuador. Those contries simply don’t produce those 
foods and they cannot even buy them from the Argentine as cheaply 
as we can ship them down there. 

Let us try to build up a market there. 

I would like to take this opportunity to urge upon you that we take 
more time trying to sell the people who will give us a long-time market 
than to simply be complacent about fats and oils to the Argentine 
and Brazil where we won’t repeat. 

Mr. Butz. Yes, Mr. Chairman, let me say that we have been much 
interested in the reports thatcame back from your subcommittee 
trip to South America, and we have noted the comments of various 
members, including those the chairman of the committee has made 
about the market potential there. 

And at this moment we have market specialists in South America 
working on that. 

Mr. Poacs. I am glad to know that. I am delighted to know it. 

Mr. Lovre. Mr. elena, I was just going to ask this, Mr. Butz. 
At the present time is there any canned pork of any kind being shipped 
into the South American countries that you know of? 

Mr. Burz. Iam not aware of it. It would be in very small quantity. 

Mr. Perrus. Not in any substantial quantity, no. 

ae Lovre. What about other countries—any exporting of canned 

ork? 
e Mr. Butz. We have very little exportation of canned pork from this 
country. We do ship a substantial amount of pork to Cuba and 
Venezuela, but I don’t think that is canned. 

Mr. Lovers. Like the chairman said, there is a tremendous market 
down there. I was surprised at the market that has not even been 
tapped so far as agricultural products are concerned. 

think we could dispose of a tremendous amount with just a little 
salesmanship and a little more emphasis on quality, We ran into that 
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complaint down there on several occasions where there was complaint 
about the quality of the merchandise we were sending them. 

One other thing I would like to ask about. Certainly, you gave us 
some very potent reasons against buying live pork. Has the Depart- 
ment given any thought to paying bonuses to help the critical situation 
that we have at the present time—giving the farmers a bonus on pork? 

Mr. Burz. Yes; that has been considered. That was proposed, as 
you know, by the Senator from Iowa and we considered it at con- 
siderable length. 

Mr. Lovre. What is wrong with it? 

Mr. Butz. The principal reason that we were reluctant to enter 
into that program was that we did not want to do anything that would 
encourage additional breeding for spring farrow and still further aggra- 
vate the supply situation next fall. 

There is a hog cycle, as you well know, that runs from 4 to 6 years 
in length. It can be predicted with a great deal of accuracy. The 
heavy supply situation now is the result of a very wide hog-corn ratio 
2 years ago that made hogs quite profitable. 

As a consequence, we retained more sows and bred more gilts and 
built our hog numbers up. 

Some of the less efficient hog producers under present circumstances 
will cut back some of their hog production, as is indicated already by 
a decline of 2 tw in intentions to farrow for the spring pig crop. 

If aaything had been done last fall during the breeding season that 
would have encouraged additional breeding for spring farrow, it would 
have prolonged the price distress we now experience in the hog market. 

It was estimated that this ee would have cost approximately 
$130 million to have gotten the job done. 

Mr. Lovre. Would it not have put some more money into the 
pockets of the farmers that way, instead of into the pockets of the 
processors, where it has been going? 

Mr. Butz. Yes. 

Mr. Lovre. Would the same reason apply to a bonus on light weight 
hogs? Hogs weighing 190 to 200 pounds, a bonus of maybe 1, 2, 3 
dollars per hundred pounds. 

Mr. Butz. There have been premiums in the market place for the 
lightweight hog and there has been encouragement by agricultural 
colleges as well as by the Federal Government, and some premium has 
been reflected on lightweight hogs. Perhaps it was not sufficient. 

Mr. Harvey. Right at that point, I would like to ask if the packers 
in your judgment have through the years cooperated in premiumizing 
the lightweight hogs. They So talked a great deal about it. 

As you said, the agricultural colleges have advocated the meat type 
and the light weight hog. 

Have the packers, in your judgment, cooperated in implementing 
such a pene 

Mr, Butz. Yes, some packers have, Mr. Harvey, and some have 


ot. 
I think I would have to say that the packers have not come forward 
on that program as much as we would have liked. We have been 
= for some time to have them pay a premium on the meat type 


og. 
Only in recent years have marketing agencies aggressively stepped 
out to pay a premium on the meat type hog. 








28 MEAT PURCHASE PROGRAM 


I think it should be pointed out that the major packers in recent 
months have voluntarily undertaken a program to trim their cuts a 
little closer, to cut some of the fat off their cuts, and they report that 
this has improved market acceptance. 

Mr. Harvey. I had an experience in marketing in my own instance 
this past month in which we sent two different bunches of hogs to 
market, 1 bunch averaged 221 pounds, and the other one averaged 
218 pounds. Both bunches were meat type hogs, not lard type, and 
we got $11.85 for the bunch that averaged 218 and we got $11.15 for 
the bunch that weighed 221. 

Mr. Butz. On the same day? 

Mr. Harvey. On the same day. And they were meat type hogs. 
I do not feel very kindly about it. I only cite that as a specific instance 
of what has been going on for a good while. 

re talk a good spiel, but I do not think they have lived up to it at 
all. 

I am thoroughly fed up with it. The packers complain about the 
terrific load that lard has caused on the market, that they cannot 
dispose of lard, and they give a long spiel to the farmers about what 
they should do about sending in meat type hogs. 

But when you get to market, they just do not mean what they say. 

Mr. Butz. The Department is disappointed with the cooperation 
we have obtained. 

Mr. Lovrg. If a sufficient bonus was paid to the farmer for the 
lightweight, would that not correct that situation that Mr. Harvey is 
critical of and which I believe you are critcal of? 

Mr. Butz. We would much prefer to have that bonus paid through 
a marketing system that could be made to reflect the differences in 
value. 

As Mr. Harvey pointed out, you get a difference of 3 pounds in 
average weight here and there is no justification for that difference in 
price. Ifwe can make the marketing system, those who purchase hogs 
in the market, truly reflect the value of individual hogs, then you will 
get it on the lightweight carcasses. 

Mr. Lovee. Would it not be better, until you find that, to make 
direct bonus payments to the producer for that type of a hog? 

Mr. Butz. If you could work out some permanent way of doing it, 
it might be all right. There was some danger that had it been done 
last fall it might have encouraged additional breeding for spring 
farrow. 

I recall we received a telegram during the time that that was under 
consideration from the executive secretary of the National Swine 
Producers Council in Des Moines, Iowa, in which he indicated that 
just discussion of this among swine producers out there had already 
meant plans for increased breeding for spring farrow. 

Mr. Lovre. I was very much interested in the argument that our 
colleague gave this morning, but the other day I happened to go into 
the Giant Store to buy a piece of ham, and it was priced at $1.10 
per pound. 

Mr. Bass. I know you will. Sure. 

Mr. Lovre. Who is getting that rake-off? I do not know if it is 
the retailer or somebody else. 

Mr. Bass. That spread that he was talking about a minute ago. 
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Mr. Butz. You must average the center part of the ham with the 
ham hock. They are both a part of the same carcass. 

Mr. Bass. I am glad to know what kind of meat you are eating at 
home. [Laughter.| 

I would like to ask Mr. Butz this question. We are all very 
perturbed here in the Congress about this hog situation. The overall 
farm program, too. 

I think this is very important right now. You have spent some 
$32 million already, I believe. Is that about right? 

Mr. LENNARTSON. Right. 

Mr. Bass. From the last report of January 12, I see the price of 
the hogs to the producer has not increased. If hog prices do not go 
up within the next—well, in the very near future; appreciably, in 
other words, if the producer does not get something out of this pro- 
gram, how long do you think we should continue a pork buying pro- 
gram from the processor, as we are today? 

Mr. Butz. There is every indication that hog prices will improve in 
the 6 weeks ahead. 

Mr. Bass. I have heard that. 

Mr. Butz. As a seasonal factor they have improved some tbis 
week already. Obviously, a program like this should not be continued 
indefinitely, particularly when hog prices improve, and they will 
improve, as numbers marketed decline. 

Mr. Bass. They would normally increase this time of year some? 

Mr. Burz. Seasonally. 

Mr. Bass. Yes; that is right. 

In other: words, I think that if this program is going to have any 
success at all, that within the very near future, hog prices should in- 
crease by a greater percentage at this time of year than they have in 
the past years, or else. 

This program, one end of it is good; I think one end of it is good. 
This business of buying it for the school lunch program, I think that 
is very good, but I think the other end of it is absolutely no good 
whatever, at the present time. : 

i certainly hope that if it is not going to do any good that we will 
divert this money into some channel where the people are interested 
in helping the farm producer instead of continuing to buy pork, 
because the schoolchildren can just as well eat beef or they can eat 
lamb or something else because this program is not helping the farmer 
one bit. It is helping his children get fed but not getting money in 
his pocket. 

Mr. Lovre. Will you yield? Have we any precedent for the 
Government going in and buying cattle or hogs live and then con- 
tracting with the packing company for the processing? And if so, 
what did they do with even the byproducts? 

Is there any precedent for that? 

Mr. Bass. If there is a precedent for it, I do not know, 

Mr. Lovee. The Government has never done that? 

Mr. Bass. Unless it was done for the Army or some of the defense 
deals. I do not know, but not as a measure to increase the price of 
hogs. If it has ever been done, I do not know about it. 

I wonder here about this: Talking about that, I did not get time to 

et these figures—I wanted to get them before I came in, but I would 
ike for the record to show—I would like to know how much, for 
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instance—of course, the Department of Defense buys these same kind 
of products for the Department of Defense—can you tell me what 
they are paying for their products? 

Mr. Sn We do not have that. Their specifications are different 
from ours and we don’t have a record of what they are paying. 

They have stepped up their purchases of pork and heavy beef in 
recent months at the urging of the Secretary of Agriculture. Their 
pork consumption in the Army, I believe, runs 106 pounds per person 
per year, compared with 66 pounds per capita for the civilian popula- 
tion in 1955. 

Mr. Bass. I know they are buying heavy quantities of pork com- 
paratively, but I would like to oe this: Do they buy the same 
products that we are buying for the school-lunch program? 

Mr. Butz. On a different specification. 

Mr. Bass. Necessarily, they have different specifications. I do not 
think there is a very great deal of difference. But I think this—I am 
not sure. I have absolutely no information—but I am making a guess 
that the Department of Defense through the years has been buying 
pork products cheaper than we are getting gigged for them now by 
the pork processors. 

Mr. Burz. I expect they have, because they have bought smoked 
hams, where they can use them up relative quickly. You don’t 
have to distribute them out. 

Mr. Bass. The same merchandise. 

Mr. Butz. We could buy smoked hams at 18 and 20 cents less than 
canned hams, but for school lunch you have to have an item that has 
shelf Jife and is sterile. 

Mr. Bass. They buy canned ham and canned pork and gravy. 

Mr. Butz. Then our advisory committee said in purchasing these 
things we ought to buy them from lightweight hogs. 

Mr. Bass. Who were the members of that advisory committee? 

Mr. Burz. Principally, hog producers from all over the hog area. 

Then we had the farm organizations represented, the co-ops were 
represented, and we had the packers represented. I do not recall 
whether the retail trade was there or not. There were, I understand. 

Mr. Bass. I think it might be wise to call them back in and have 
them review this program and see if they have any different recom- 
mendations because it is now working out like it is and they might 
ease to make some changes. I would get either a new advisory 

oard 

Mr. Butz. I think, Mr. Congressman, it ought to be pointed out 
here that in any commodity the size of swine in this country where 
you have marketing of tremendous magnitude every week, to make 
a substantial impact upon market prices, somebody has to step in 
and buy a great deal and take it off the market, somehow. 

Our real problem in this connection, and one that the advisory com- 
mittee spent a great deal of time considering, was how in the world 
are you going to accumulate and store in the hands of Government a 
S oalahahi product like pork. And they advised us, and the farmers, 





retailers co-op people, the whole group was unanimous on this, that 
the Government should not accumulate pork or pork products beyond 
the visible outlet we had for it in that reasonably foreseeable future. 

On that basis, we estimated we could distribute approximately 200 
million pounds of pork and lard to the school lunch program between 
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now and June, and to needy persons in this country, and to institutions, 
charitable institutions, between now and next August. 

Since that time our estimate was revised upward a bit because we 
have taken on New York State now for needy persons distribution. 
A contract was signed with the department of welfare in New York 
just 3 or 4 weeks ago. 

We are in the process of negotiating one with Michigan. 

In New York there are approximately 600,000 people, I understand, 
that are eligible for surplus commodity distribution through the 
department of welfare. 

Mr. Bass. On that point let me ask you this: Are you not behind 
in your purchasing program? 

Mr. Burz. Yes, sir. 

Mr. Bass. What is the reason for that? 

Mr. Burz. The bids have not come in, in sufficient volume at the 
prices we felt we could pay for them. 

Mr. Bass. Does the processors tell you why they cannot furnish 
you this stuff? 

Mr. Burz. The processors have bid at prices above the prices we 
paid for it. Had we been willing to pay the higher prices, we would 
have gotten more. 

Mr. Bass. If they are loaded, if they are overloaded, and they are 
making this dollar and 2 dollar spread—— 

Mr. Burz. The processors are not overloaded. Pork is moving into 
consumption. 

Mr. Bass. Do you not believe that this buying program then might 
tend to hold up the retail prices, because you are just taking what they 
are not moving into channels and they are not giving you what you 
need. You are behind on the program, are you not? 

Mr. Burz.. Yes, sir. 

Mr. Bass. You are not getting the pork that you need to carry out 
the program set up? 

Mr. utz. To the extent that the packers have supplied us 78 
million pounds of pork products, they had to buy an equivalent of live 
hogs in the market to do it. 

Mr. Bass. I realize that to be true but you announced the inten- 
tions of the program some 2 months before you started active buying. 
They knew that they were going to have this disposal program, but in 
the light of the disposal program and in view of the fact that they 
could not furnish all of that, and still in view of the fact that their 
spread on profit was double, they still reduced the price of hogs which 
just does not make sense. 

Mr. Butz. Let us put it this way, the price of hogs was reduced in 
the face of very, very heavy marketings of hogs. 

Mr. Bass. If that is the case then it appears to me that in a sense 
they would have reduced their price and if the marketing was heavy 
they could supply you all you wanted, at a normal price. That is 
what I cannot understand, why you cannot get as much as you want, 
if this marketing was heavy. 

Mr. Butz. They always face the alternative of selling it through 
commercial channels or selling to us. 

Mr. Bass. There is the possibility that they are holding back to 
put the squeeze on you to meet this higher price. Do you think that 
is a possibility? 
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Mr. Butz. That is the way the market operates. 

Mr. Bass. Then we are getting the Department of Agriculture and 
the farmer both, getting in on this end of the cost price squeeze and 
the processor is making the big profit? 

Mr. Burz. You are right. 

Mr. Bass. It should be stopped, should it not? There is some 
collusion somewhere with the processors in this. 

Mr. Butz. So far as we are aware there is no collusion. This is the 
force of competition working with an overadequate supply. 

Mr. Poaces. Mr. Gross is visiting the committee this morning and 
ae to ask a question or two. We are happy to have you, Mr. 

ross. 

Mr. Gross. The first question I would like to ask Mr. Butz is this, 
Who attended this meeting on September 29 that advised you on 
this too little, too late, drop-in-the-bucket buying program? 

Mr. Burz. Just a minute. The invitations were put out Septem- 
ber 29 and the meeting was held October 7. We will get the list here. 

Mr. Gross. May I suggest that he submit it for the record, Mr. 
Chairman, in order to save time. I would like to see it in the record. 

Mr. Poace. Will you place the list of the advisory committee in 
the record and the list of those who attended the meeting. 

Mr. Burz. We will be glad to. 

(The list is as follows:) 


The following named persons were invited to the October 7 meeting: 

Farmers and producer organization representatives: Ted Anderson, Mexico, 
Mo.; Tom Barnard, Sabina, Ohio; N. K. Carnes, Central Livestock Association, 
South St. Paul, Minn.; L. W. Feldmiller, Valley Livestock Market Association, 
Stockton, Calif.; Ray Irig, Golden, Ill.; Roy Johnson, Cassleton, N. Dak.; Willard 
Jones, Terre Haute, Ind.; Howard McKenzie, Cassapolis, Mich.; Charles Maas, 
Wisconsin Swine Growers, Evansville, Wis.; Clarence W. Meyers, Blue Earth, 
Minn.; Herschel Newsom, Master, National Grange, Columbus, Ind.; Wilbur 
Plager, National Swine Growerg, Council, Des Moines, lowa; Jesse Skinner, 
Farmers Union, Wisner, Nebr.; Howard Waters, Iowa Farm Bureau Federation, 
Danville, Iowa; ) ae! ie ilson, National Live Stock Producers Association, 
Chicago, Ill. 

Industry representatives: William Birrell, National Independent Meat Packers’ 
Association, Lancaster, Pa.; Robert Borchers, American Meat Institute, Chicago, 
Ill.; George A. Clement, National Association of Food Chains, Melrose Park, IIl.; 
Albert Glynn, National Association of Retail Meat and Food Dealers, ‘Inc., 
Detroit, Mich.; Alvin Hokansen, National Association of Retail Grocers, Chester- 
ton, Ind.; Marion Isbell, National Restaurant Association, Chicago, Iil.; Albert 
Luer, Western States Meat Packers’ Association, Los Angeles, Calif.; Joseph P. 
Mott, Supermarket Institute, Hartford, Conn.; Carl F. Neumann, National Live 
Stock and Meat Board, Chicago, IlL.; Robert J. Riddell, National Livestock 
Exchange, Peoria, Ill. 

State extension representatives: J. C. Bottum, department of agricultural 
extension, Purdue University, Lafayette, Ind.; J. W. Burch, Agricultural Exten- 
sion Service, University of Missouri, Columbia, Mo. 

Those attending the meeting were: 

Henry Bison, Jr., National Association of Retail Grocers, Washington, D. C. 
George B. Travis, National Association of Food Chains, Washington, D.C. 
Charles A. Maas, Wisconsin Swine Growers Evansville, Wis. 

Wilbur L. Plager, National Swine Growers Council, Des Moines, Iowa 

Howard Waters, Iowa Farm Bureau Federation, Danville, Iowa 

Robert J. Riddell, National Livestock Exchange, Peoria, Til. 

J. W. Burch, Agricultural Extension Service, University of Missouri, Columbia, 

Mo. 

Ted Anderson, Montreal, Mo, 
Willard E. Jones, Terre Haute, Ind. 
J. Carroll Bottum, department of agricultural economics, Purdue University, 

Lafayette, Ind. 
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A. J. Luer, Western States Meat Packers’ Association, Los Angeles, Calif. 
Bernard N. Siegal, Super Market Institute, Washington, D.C. 

C. W. Myers, Minnesota Swine Producers, Blue Earth, Minn. 

Norris K. Carnes, Central Livestock Association, South St. Paul, Minn. 
Robert Borchers, "American Meat Institute, Chicago, Til. 

Wells, E. Hunt, National Independent Meat Packers’ Association, Detroit, Mich. 
Howard McKenzie, Cassopolis, Mich. 

Robert Wilson, National Restaurant Association, Washington, D. C. 

P. O. Wilson, National Live Stock Producers’ Association, Chicago, Til. 
‘Thomas Bernard, Sabina, Ohio 

Carl F. Neumann, National Live Stock and Meat Board, Chicago, Ill. 
Gordon F. Zimmerman, National Grange, Washington, D. C. 

Mr. Gross. What I am trying to find out is this, the advisory 
committee or some other group that met on October 7 

Mr. Poaae. I am asking him to put in the names of those who at- 
tended the meeting. 

Mr. Burz. Let me read you for example, who was present at the 
meeting. We will furnish the list. We have Mr. Bison who is with 
the National Association of Retail Grocers; George Travis with the 
National Association of Food Chains. 

Mr. Gross. Food chains, did you say? 

Mr. Burz. Food chains. 

These people were all participating in the promotional campaign. 
Charles Maas, Wisconsin Swine Growers Association, Evansville, 
Wis.; Wilbur Plager, National Swine Growers Council, ‘Des Moines, 
Iowa; Howard Waters, lowa hog farmer and vice president of the 
Iowa Farm Bureau Federation; Robert Riddell of the National Live 
Stock Exchange, Peoria, Ill.; J. W. Burch, who is director of extension 
at the University of Missouri and a farmer himself, a hog farmer; 
Ted Anderson, a hog farmer from Montreal, Mo.; Willard E. Jones, 
hog farmer from Terre Haute, Ind, who is also vice president, I believe, 
of the Producers Marketing Association there; Prof. J. Carroll Bottum, 
Purdue University, himself a hog farmer; A. J. Luer, from the Western 
Meat Packers Association at Los Angeles; Bernard N. Siegal, the 
Supermarket Institute; C. W. Myers, representing the Minnesota 
Swine Producers at Blue Earth, Minn.; Norris K. Carnes, who man- 
ages the Cooperative Central Live Stock Association at St. Paul, 
Minn.; Robert Borchers, representing the American Meat Institute in 
Chicago; Wells Hunt, representing the National Independent Meat 
Packers Association at Detroit; Howard McKenzie, who is a ho 
farmer from Cassopolis, Mich.; Robert Wilson from the Nation 
Restaurant Association; P. O. Wilson, who is with the National Live 
Stock Producers Association, their general manager, a cooperative; 
Thomas Bernard, a hog farmer from Sabina, Ohio; Carl Neumann, 
who heads the National Live Stock and Meat Board; —— Zimmer- 
man, representing the National Grange in Washin 

Mr. Gross. These are the people that suggest that this was the 
best way, this pork-buying program, to improve prices to the farmers; 
is that correct? 

Mr. Burz. Yes, sir. 

Mr. Gross. This is not the agricultural advisory council, or is it? 

Mr. Burz. Beg pardon? 

Mr. Gross. This is not the agricultural advisory council? 

Mr. Butz. No, sir; it is not. This was also discussed with the 
National Advisory Council. 

Mr. Gross. Do you know whether these people have been called 
in since September 29? 
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Mr. Butz. We have consulted individually with them from time 
to time; not as a group. 

Mr. Gross. Do you know whether they still favor the program that 
you are trying to carry on? 

Mr. Burz.. Individuals do. We haven’t taken a poll of the entire 
group. 

Mr. Gross. You have not polled the entire group? 

Mr. Burz. No, sir. 

Mr. Gross. Now then, Mr. Butz, is there or is there not a pork 
surplus? 

Mr. Burz. A surplus is a very difficult thing to define. You must 
define it in terms of price. I think I would have to answer your 
question ‘‘yes.”’ 

Mr. Gross. What do you mean, ‘In terms of price?” 

Mr. Burz. There is no pork surplus in terms of accumulated quan- 
tities not moving into consumption. The pork is moving but in terms 
of the price at which you move it there is a pork surplus. 

Mr. Gross. I did not think that you would say that there was a 
pork surplus. We have been hearing a lot about a pork surplus. 
There can be no pork surplus because packer inventories have been 
down every month throughout the fall and they are still below normal. 

Mr. Butz. Yes, but even if they are high it is a relatively small 
percentage of the total marketing in any particular year. 

Mr. Gross. You cannot today get the pork that you want to 
satisfy adequately the school lunch program; you are buying practi- 
cally no pork for the various welfare purposes? 

_ Butz. Yes, we are. We bought 10 million pounds of pork last 
week. 

Mr. Gross. For what? 

Mr. Burz. At that rate that is substantially in excess of the re- 
quirements for the school lunch program. 

Mr. Gross. You are getting an adequate supply of pork for the 
school lunch program? 

Mr. Burz. If it were to continue at 10 million pounds per week 
that would be more than adequate for the school lunch program. 

Mr. Gross. But you are not getting an adequate supply for welfare 
agencies? 

Mr. Burz. It would take about 22 million pounds a month to take 
care of all of them. Yes, at the present time we are buying at a rate 
sufficient to take care of the school lunch and needy person programs. 

Mr. Gross. So there is no pork surplus and apparently we are in a 
situation where the packers and perhaps the chain stores are, one or 
the other, manipulating prices. 

Mr. Butz. I hesitate to use the word “manipulating.”’ I think this 
is just a competitive situation in the market. 

Mr. Gross. Competitive situation? 

Mr. Burz. Yes. 

Mr. Gross. When they bid the same? 

Mr. Butz. They don’t bid the same. 

Mr. Gross. I thought the evidence before the committee this 
morning is that processors were offering meat for sale at the same 
price. 

Mr. Butz. No, we have a range of bids substantially above those 
that we have been accepting. We have had arange of bids every week. 
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Mr. Hacen. Will you yield at that point? Out of the total number 
of slaughterers, how many are in a position to can pork? 

Mr. Burz. I didn’t get the question. 

Mr. Hacen. Out of the total number—what do you call them, 
peice are buying pork for some purpose, for slaughter, 

ow many are in a position to can it? 

Mr. Lennartson. It can be answered this way, indirectly. It 
varies by commodity. For instance, on pork and gravy we have 
accepted in any week from as many as 19 different packers or canners. 

On hams it has been rather limited. 

So has it been on luncheon meat. 

On lard the bids were over a broad area with numerous people 
offering. 

Mr. Hacen. In the whole United States you have only 19 people 
that bid on canned ham? 

Mr. Lennartson. We accepted from 19. 

Mr. Hacen. The thought occurs to me most of the independent pork 
processors, shall we say, are cut out of the program because of the 
canning feature of it. 

Mr. Lennartson. If we bought fresh frozen pork we could expand 
the purchase base but then we would run into the problems of how to 
distribute it through to 58,000 schools, many of which are down south 
where warm weather will soon be starting. 

We have been extremely cautious in sending food into the school 
lunch programs because of the facilities. 

Mr. Hacen. Actually the people that are qualified to supply what 
you want are not very many. It is not, as a result, very competitive, 
as a situation. It would be much more competitive if you were buying 
fresh meats. 

Mr. Butz. The problem is how you would distribute it. 

Mr. Gross. Mr. Butz, Congressman Andresen raised the question 
of estimates of the pig crop. I am sorry he is not here. 

ei contend your Department is accurate in estimating the pig 
crops 

Mr. Butz. No, sir, we do not contend they are accurate. They are 
estimates but the best estimate available—an estimate as of this time. 
They are scientifically constructed within the limits of the funds avail- 
able to the crop and ivestoek reporting service. 

Mr. Gross. After a year is up, you know what has been produced, 
do you not? 

Mr. Butz. Yes, sir. 

Mr. Gross. The Chicago Daily Drovers Journal of December 29, 
1955, has an article which is headed—I am sure this is a reliable 
newspaper ; they use your figures—an article which is headed “‘Imagin- 
ary Pigs in 1955, Total Almost 6 Million.” 

Then it goes on to say that— 


the serious blunders of recent years by the Department of Agriculture in estimating 
hog crops has been costing producers and depressing to their markets. 


The article says— 


These imaginary pigs that never exist hung over the market as potential pork for 
6 months and were as depressing as if they really were there. 

It goes on to cite the figures for the past 7 years, begining with 
and including 1949. 
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The Department estimated for those years a total of 670,174,000 
head of hogs. We actually had 640,030,000 head of hogs. 

In other words, the differential was 30,134,000 head of hogs. 

Can you not do a better job of estimating hog production than that, 
or do you question those figures? 

Mr. Burz. 1 am not familiar with those figures, over a 5-year 
period, or what period? 

Mr. Gross. Over a 7 year period. 

Mr. Butz. That is approximately 5 percent. 

Mr. Gross. That is eda a third of a year’s crop. 

Mr. Burz. Over 7 years. Every census period we have to revise 
our estimate in line with the new benchmark figures that come out 
every 5 years’ census period. 

These are estimates. The estimate for the next spring pig crop 
showing the 2 percent decrease can well be changed between the time 
the estimate came out as of December 1, and the time the pigs are 
actually farrowed because of a change in farmer’s intentions. They 
may send piggy sows to market or hold them back. 

hey may or may not follow through on their intentions to breed, 
based on the recalculation of the market situation. Those things are 
always subject to change after the estimate is made just like any 
estimate is subject to change. 

Mr. Gross. Mr. Chairman, as the Chicago Drovers Journal says, 
it is a pretty costly deal for the farmers of lowa when hog numbers are 
overestimated each year for 7 years. 

Is this pork buying from the packers the only plan of the Depart- 
ment of Agriculture to support hog prices? 

Mr. Burz. We have no plans ar direct support of hog prices or 
direct purchase of hogs, if that is what you mean. We are pushing 
aggressively on new outlets as President Eisenhower said in his 
message to Congress 2 weeks ago. We are exploring with the ICA 
the possibility of moving lard and pork products abroad under those 
programs. 

We are exploring our domestic outlets here whether or not they can 
use fresh frozen or smoked pork products in their distribution channels. 
If they can, that will give us an added type of pork. product to pur- 
chase, you see. 

Mr. Gross. When do you expect hog prices to improve? 

Mr. Butz. They have improved. I understand they have im- 
proved some this week. It is very difficult, of course, to say whether 
that is a trend or not. 

We certainly expect them to improve into February. 

Mr. Gross. At what level do you expect to stabilize hog prices 
with the present program that you have? 

Mr. Burz. Wo do not expect to stabilize at this level because hog 
prices change seasonally and they change cyclically. We hope to 
move it upward. 

Mr. Gross. At what level do you expect to stabilize hog prices, 
with this program? 

Mr. Burz. We do not expect to stabilize hog prices with this 
program. We hope to see hog prices improve and when the improve- 
ment starts 





Mr. Gross. You hope to see them improve. Do you think they 
will improve or go down further? 
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Mr. Butz. We think they will improve. 

Mr. Gross. For what reason? 

Mr. Butz. Because the period of heavy marketings appears to be 
behind us. 

Mr. Gross. What about spring marketings that are coming up? 

Mr. Burz. The spring farrow is estimated 2 percent off. 

Mr. Gross. Will that be any more accurate than your estimates 
previously? 

Mr. Burz. At this moment it is the best estimate we have. 

Mr. Gross. Well, thien, you do not expect to bring hog prices up 
to anything but bankrupt prices for farmers, I take it? 

Mr. Burz. Indeed, we do. 

Mr. Gross. Would you give consideration to a program of putting 
a floor under hog prices based upon Chicago—a temporary and 
emergency program? 

Mr. Butz. The question is what would you do with the hogs? 

Let me put it this way: If you put a floor under hog prices in Chicago, 
then somebody must clear the market at that floor. 

Mr. Gross. If there is no surplus today, why should not hogs under 
support prices continue to move into the markets and on to consumers? 

Mr. Burz. If you establish a floor of $5 above the current level 
there would become a sudden surplus. 

Mr. Gross. Is it not true we had more hogs in 1951 than in 1955, 
more hogs in 1951, 1 repeat, and the low average price in Chicago 
for 1951 was $20-and-some-cents per hundredweight? 

Mr. Burz. In 1951, total pork production was 11,483 million 
pounds. 

In 1955, we estimate it to be 11,050 million pounds. 

Therefore, there was slightly more pork marketed in 1951 than in 
1955, but we did not have the high cycle in beef numbers at that time. 

We are in the situation currently where the hog cycle and beef 
cycle both coincide with heavy marketings. It is a very unusual 
occurrence. 

Mr. Gross. But pork is moving? 

Mr. Burz. It is moving at the current price. 

Mr. Gross. There is no surplus by your own testimony. 

Mr. Burz. We have no surplus at a price some 8 cents below last 
year, I said. If we raised the price by 8 cents we would have a surplus. 

Mr. Gross. I do not agree. That is all, Mr. Chairman, and thank 
you very much. 

Mr. Poacr. Thank you, Mr. Gross. 

Mr. Jennine@s. I probably should not address this question to this 


up. 

Has there been any investigation as to any collusion, if any exists, 
in the purchase of hogs at the market places? I mean by that, “You 
buy this group’’—one of the buyers saying, and ‘I will buy the next 
group,” and so forth. 

Mr. Butz. I will let Mr. Pettus who has charge of administering the 
Packers and Stockyard Act answer that. 

Mr. Perrus. At all of our major central markets, we have packer 
and stockyards personnel who are looking into the problem all of the 
time. 

Mr. Jennincs. What have they found out? 
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Mr. Prerrus. They have not in recent months been able to uncover 
any general collusion. 

Mr. JENNINGS. Have they in the past uncovered collusion? 

Mr. Perrvs. I think they have found individual instances where 
buyers have been in collusion, but not in an overall operation, like as 
has been suggested here. 

Mr. JENNINGS. Does that come within your jurisdiction, within 
this segeetneet 

Mr. Butz. Yes, sir. 

Mr. Jenninos. | mages this be investigated, because it certainly 
needs to be investigated thoroughly, especially on the small markets 
where there is a run of hogs on a particular day, these large packers or 
individuals are—check and find out if there is collusion going on. 
That is, between the purchasers. This has a depressing effect upon 
the hog prices as far as the farmers are concerned. 

Now the second question that I have here was touched briefly on 
by Mr. Gross. 

Has any attempt been made or any study been made or investiga- 
tions been made as to the possibility of putting a minimum price on 
hogs that are purchased by processors of which the meat will in turn 
go into this Government purchase program? 

Mr. Burz. That has been suggested from time to time, but it again 
is impractical and it would be difficult to administer. 

Mr. Jennines. Wait just a minute. We have heard that it is an 
nae statement. Is this a practical method? 

Mr. Butz. No, sir. 

Mr. JenninGs. Is it less practical or is it more impractical than the 
method we are now using? 

Mr. Butz. The method we are now using is getting results. We 
—_ bought 78 million pounds. If you put a requirement like 
that in 

Mr. Jenninos. Is it getting results for the farmer? That is what 
I am interested in. 

Mr. Burz. You can’t enforce the thing you suggest unless you have 
autocratic control over the free marketing mechanism and you can 
force the packers to bid at a certain price and pay a certain price for 
hogs. And we do not have those controls under existing legislation in 
the American system. 

Mr. Jennines. You think it could not be done? 

Mr. Burz. Not under the present system. 

Mr. Jenninas. From the practical standpoint. 

Mr. Gross. Will you yield at that point? Do you think it is 
dangerous to support prices on perishables? 

Mr. Burz. If you don’t have an outlet for them you get into the 
same fix we got in a few years ago with $350 million worth of potatoes 
and with enough eggs to fill a cave in Kansas that created a stink that 
went from coast to coast. 

With perishables you must have a means of moving them. You 
cannot keep an item like fresh pork very long without deterioration. 

Mr. Gross. But you do have sutleunine it, do you not? 





Mr. Butz. 200 million pounds, we estimate; and if you push the 
outlets to needy persons beyond that then you will displace normal 
sales in commercial stores. 
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In some States we now get complaints from grocery stores, and from 
others, that the free food we are putting in is displacing sales through 
the stores and they take the money they would have spent for food 
and spend it foolishly on other things. 

Mr. Gross. The function of the Department of Agriculture is to 
look to the welfare of the American farmer? 

Mr. Butz. Yes, indeed. 

Mr. Gross. And you are not doing that. 

Mr. Burz. I can’t accept that statement. I think we are quite 
interested in the welfare of the American farmer. 

Mr. Jenninoas. Of course, there is a great deal of surplus food being 
distributed in my district. As a matter of fact, I was instrumental 
in getting more distributed last year. 

hile there are some of those complaints, if they are investigated, 
I think you will find that some of them are unfounded, and the small 
percent found should not be held against the vast amount of good 
that is being done. 

Mr. Burz. The perarere has been very well run in your State. 

Mr. Jenninas. Thank you. We need an expansion of it. 

Now you say that roughly we will have as much pork in 1955 as we 
had in 1951, with approximately a 10-cent difference in price. How 
much beef did we have in 1951? 

Mr. Butz. The total production of beef and veal in 1951 was 9,904 
million. This is the total production under Federal inspection, 
9,904 million pounds. 

In 1955, the total production under Federal inspection was 15,200 
million pounds. 

I should also point out that in 1951, we had a rather major war in 
progress which creates insatiable demands for practically every thing. 

r. JENNINGS. So you were up approximately 6 billion pounds of 
beef in 1955 as compared to 1951? 

Mr. Butz. Yes, almost two-thirds increase. 

Mr. Jennines. Do you have the price there on that beef—1951 
prices as compared with 1955 prices? 

Mr. Butz. I have the prices received by farmers on the average for 
beef cattle, omitting calves. 

In 1951, it was $28.70. I do not have the 1955 average price. We 
do not have it computed. 

Mr. Jennines. What was it in 1954? 

Mr. Burz. $16 in 1954. 

Mr. JENNINGS. $16 in 1954? 

Mr. Butz. Yes. 

Mr. Jennino@s. Just this one further question. 

Mr. Burz. Let me emphasize again, Mr. Congressman, that the 
comparison is not completely valid because we had a war in progress 
in 1951 and nobody knew where it was going to stop. 

Mr. Jennines. What about 1953 then—let us say 1952 and 1953— 
they were so-called peacetime years. 

Mr. Burz. In 1953, we marketed under Federal inspection 13,989 
million pounds of beef, at an average price of $16.30. 

Mr. Jounson. How much pork? 

Mr. Butz. Pork production in 1953 was 10,063 million pounds. 

Mr. JoHNSON. What about 1952? 

Mr. Butz. 1952, it was 11,457 million pounds. 
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Mr. Jonnson. Of pork? 

Mr. Butz. Yes, sir. 

Mr. Jenninos. I have one other question. That is, do you have 
or are you considering any alternative other than this program or do 
you intend to carry this program forward? 

Mr. Butz. We intend to carry this program forward, pushing as 
vigorously as we can for expanded outlets. 

Mr. JENNINGS. Are you going to supplement it with anything else? 
Do you have any other type of program under consideration? 

Mr. Butz. We are pushing exports as vigorously as possible, We 
do not contemplate any direct hog-purchase program. 

Mr. Jennines. Any other type? 

Mr. Burz. Promotion in the market, both at home and abroad. 
We are looking for expanded distribution domestically if we find a 
way to use fresh frozen or cured products. 

Mr. Jennines. Have you asked for additional appropriations for 
any of this research or do you anticipate cutting the appropriations? 

Mr. Butz. This is not research. 

Mr. JENNINGS. I mean your expansion. 

Mr. Butz. No, sir; we have adequate funds at the present time. 
On section 32 funds we are using currently for this pork-purchase 
program, there is a total approximately of $120 million available for 
this program. 

Mr. JenninGs. You feel that you have enough money to carry out 
the program for both your expanded market and for your purchase? 

Mr. Butz. That, together with the Public Law 480. We feel at the 
moment there is enough money for the foreseeable outlets it is possible 
to develop over and beyond commercial outlets. 

Mr. Jennincs. Thank you very much. 

Mr. Jounson. In the list that you just read a while ago, I think 
you noted two farm organizations who were invited—the Farm 
Bureau and the Grange 

Mr. Lennartson. All of them were invited. 

Mr. Jounson. Was the Farmers Union invited? 

Mr. Burz. They were invited. 

Mr. Jonnson. They did not show up? 

Mr. Butz. That is correct. 

Mr. Hacen. I would like to ask a question. I think you mentioned 
that there was an investigation underway as to whether or not the 
ICA could use fresh meat. Is that correct. 

Mr. Butz. I did not get your question. 

Mr. Hagen. Did you not say that there was an investigation 
underway to determine whether the ICA program could use fresh 
meat? 

Mr. Butz. We are looking for additional outlets for both fresh and 
cured and for lard and for pork. 

Mr. Hagen. Through ICA? 

Mr. Burz. Yes. 

Mr. Haagen. My thought was this, the school lunch program and 
the welfare programs will probably be just as long with us as the ICA, 
or it can reasonably be so anticipated. 

Mr. Butz. I hope it is longer with us. 

Mr. Hagen. And using them as more or less dumping grounds for 
surpluses of farm commodities. Have any steps been taken to 
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investigate the possibilities of getting fresh meat into these programs 
because we had the beef-buying program at one time and you might 
have one again in addition to a hog program? 

Mr. Butz. You mean fresh meat into our school lunch program? 

Mr. Hagen. Into the school lunch program. It does not seem very 
complicated. 

Mr. Butz. The school lunch is currently buying a great quantity of 
fresh meat and they buy locally. 

Mr. Hagen. Are you investigating methods of setting up distribu- 
tion, in connection with this, the support programs; how about that? 

Mr. Butz. We are considering the fresh frozen and the smoked ham 
outlets to see whether or not they can use that type of product. If 
they can, we will very likely change our specifications and take bids for 
it. 

Mr. Hagen. So you are considering the possibility of using smoked 
or fresh meats? 

Mr. Butz. Fresh frozen, if they can use it in the distribution 
system they have. 

Mr. Hacen. Do you not think that should have been done about 
the time of the beef-buying program, because in buying canned 
products that is a very expensive process? 

Mr. Butz. That is right. On the other hand, for these outlets we 
have, for the bulk of the outlets, they have to have a sterile product 
with a shelf life. They do not have the refrigeration facilities to take 
care of it. 

Mr. Hacen. They must have? You said they use fresh meat, buy 
it themselves. 

Mr. Lennartson. Buy it day to day. 

Mr. Butz. Buy it day to day. 

Mr. Gross. There is a good deal of talk here about expanding 
foreign markets. I call your attention to the fact that a special 
committee, appointed by the President, went into this subject. It 
made a partial report in December—the rest, I guess, is still secret— 
but this special committee appointed by the President made it plain 
that the Secretary of Agriculture should not set his sights very high 
in the matter of exporting agricultural products to foreign countries. 

So I do not think you will substantially expand that program. 

Mr. Poace. We thank you very much, Mr. Butz, and all of your 
associates. 

There being no further questions, the committee will stand in recess. 

(Whereupon, at 12:15 o’clock,.the committee recessed.) 


x 














